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EXECUTIVE SUMMARY

The Task Force on the UMMS Salary Gap has confirmed that a
significant salary gap exists and has developed recommendations for
reducing that gap.

A number of alternatives were considered. The Task Force
unanimously rejected any mandatory transfer of non-corporation
employees to the corporate system. A financial incentive for
voluntary conversion was also rejected, because it did not
adequately address the financial issues surrounding the salary gap
and, moreover, its ultimate efficacy would be highly speculative at
best.

Instead, the Task Force has adopted a compromise solution that
would stem future growth of the salary gap, yet result in no
diminution of current salary for non-corporation employees and make
no changes in their benefits (e.g., leave time, pension, health
insurance, etc.). Under the recommended action, fiscal year 1988
State COLA and ASR increases would be paid to UMMS's
non-corporation employees in the form of a bonus. In future years,
salary increases for non-corporation employees would no longer be
based on State COLAs and ASRs. Rather, consistent with the
Governor's charge to the Task Force, salary increases would be
based on hospital market conditions, and non-corporation employees
would be treated equitably relative to corporation employees in the
hospital's consideration of increases.

The specific recommendations adopted by the Task Force are as
follows:

1. Effective July 1, 1987, non-corporation employees will be
exempt from State-mandated COLAs and ASRs. No other
benefits will be changed.

2. For FY 1988, non-corporation employees will receive a one
time "bonus" equivalent to what they would have received
through the State ASR/COLA process. The cost of the
bonus will be shared by UMMS and the State, based on the
current calculation of the aggregate salary gap, with the
State funding the salary gap portion of the bonus. For
future years, salary increases for non-corporation
employees will be based on market conditions, and
non-corporation employees will be treated equitably
relative to corporation employees in the hospital's
consideration of increases.




A detailed study will be commissioned to develop
voluntary incentive programs to make it attractive for
non-corporation employees to switch to corporation status
for some or all purposes. The program would have to
prove fiscally beneficial even if only a limited number
of employees were to switch. The Task force recommends
that, to the extent possible, any incentives be applied
retroactively to former non-corporation employees who
already have transferred to the corporate system in the
interim.

If practical, the incentive programs should be
implemented in FY 1989.

The State's contribution to the salary gap will cease no
later than June 30, 1989. The State, nonetheless, will
continue to fund the pension gap for those employees who
choose to stay in the State system.

UMMS, in cousultation with the State Department of
Personnel and the State Department of Employment and
Training, will make arrangements to provide preferential
hiring for non-corporation employees who prefer to leave
UMMS but stay in the State's employment.
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III. BACKGROUND

A.

Historical Perspective

The University of Maryland Medical System ('"UMMS") is a 747-bed
teaching hospital surrounded by the campus of the University of
Maryland at Baltimore in downtown Baltimore. UMMS consists of
the University of Maryland Hospital, the Shock Trauma Center,
and the University of Maryland Cancer Center.

Prior to July 1, 1984, UMMS was part of the University of
Maryland ("University"). Effective July 1, 1984, UMMS became a
private, not-for-profit corporation separate from the
University and the State. (Chapter 288, Laws of Maryland,
1984.) Employees of UMMS at June 30, 1984 were offered the
choice of becoming employees of the new corporation or
retaining their status as University employees for salary and
fringe benefit purposes. (See Education Article, Section
13-1B~05(b).) UMMS employees hired on or after July 1, 1984 are
employees of the new corporation, which sets its own salary and
fringe benefit policies independent of the State. UMMS
employees who have retained their University status
("non-corporation employees") currently constitute
approximately two-thirds of the UMMS workforce.

UMMS is regulated by the Maryland Health Services Cost Review
Commission (""HSCRC") for rate-setting purposes. The HSCRC rate
review methodology includes a specific provision for salary and
wage expense inflation. Currently, UMMS's average salary and
wage expense is high relative to the hospital marketplace.

UMMS is unable to recover, in its rates, actual salary and wage
expense that exceeds the approved HSCRC salary and wage expense
level. Therefore, in order to remain competitive and viable,
the actual annual increase in UMMS's wage and salary expense
cannot exceed the HSCRC approved increase.

However, UMMS does not currently control the salary and wage
increases for non-corporation employees. Instead, the State
mandates specific increases on a periodic basis, including cost
of living adjustments, step increases, and regrades of entire
job classifications. In recent years, the salary and wage
increases mandated for UMMS non-corporation employees have
exceeded the rate increases granted by the HSCRC to cover
salary and wage inflation. Due to the long tenure of the UMMS
non-corporation employee group, turnover has not significantly
ameliorated this problem. As a result, a gap or shortfall
("the Salary Gap") exists between the non-corporation employee
salary and wage expense and the approved HSCRC salary and wage
budget for the non-corporation employee component of UMMS's
workforce,




In its 1986 Session, the General Assembly authorized a $2
million appropriation to UMMS to fund the Salary Gap in fiscal
year 1987. Evidently, however, this appropriation was not
intended to be a recurring item in the State budget. (See
Governor's Letter to Joint Chairman and 1986 Joint Chairman's
Report (Excerpt), attached as Appendix A.)

Governor's Charge

The Task Force on the UMMS Salary Gap was formed by Governor
Harry Hughes in July 1986 to explore alternatives to resolve
the Salary Gap on a permanent basis. The Task Force was asked
to examine and recommend possible State initiatives that are
designed to:

o Recognize that the personnel system of UMMS should be
driven by the hospital market place;

o Examine the difference between the salary levels and
fringe benefits provided to UMMS non-corporation employees
and the hospital marketplace;

o Eliminate the need for a State subsidy;

0 Investigate and recommend retraining opportunities for
UMMS non-corporation employees; and

o Develop an appropriate UMMS employee education and
information process to ensure employee awareness of
potential changes to their employee status.

(The full text of the Governor's charge letter to the Task
Force is included as Appendix B.)



SALARY GAP ANALYSIS

The Task Force, with technical assistance from its Special
Consultants, Ernst & Whinney, verified that a significant Salary Gap
exists in fiscal year 1987 and projected that, if no action is
taken, the Salary Gap would continue to grow for a number of years.
Eventually, turnover and retirements reduce and eliminate the Salary
Gap. (Detailed projections of the Salary Gap using four different
sets of assumptions are set forth in Appendix C.)

Two methodologies were used to calculate the Salary Gap: 1) the
UMMS Finance Department methodology, and 2) the Ernst & Whinney
methodology. The two calculations differ in the treatment of
turnover; although the Ernst & Whinney methodology results in a
lower Salary Gap figure in each year in which turnover occurs, both
methodologies result in a significant Salary Gap over time. On a

" net present value (at 7%) basis and depending on the methodology and
assumptions used, the Salary Gap projections range between $14.7
million and $57.8 million. The lowest projection ($14.7 million)
assumes no regrades aud a State cost of living adjustment that is as
low as the assumed HSCRC increase, thereby demonstrating the
significant cumulative impact in future years of the current Salary
Gap.

The Task Force does not consider selection of the Salary Gap
calculation methodology a part of its charge. Rather, the Task
Force recommends that the State Department of Budget and Fiscal
Planning make the methodology selection. In any event, much of the
uncertainty associated with the critical Salary Gap assumptions
would be removed if the Task Force's recommendations, as described
in Section VI of this Report, were implemented. The variability in
UMMS non-corporation employee turnover rates could be adjusted on an
annual basis.




ALTERNATIVE SOLUTIONS

A number of alternative methods for resolving the Salary Gap were
considered and analyzed by the Task Force. In evaluating
alternatives, the Task force was particularly sensitive to the
needs, desires, and concerns of UMMS employees. The Task Force's
sensitivity to employee concerns is demonstrated by the Task Force's
unanimous rejection of any proposal that included a provision for
mandatory conversion of non-corporation employees to the corporate
system. In addition, UMMS nurses had Task Force representatives who
were encouraged to participate fully in the discussion and debate
(although, not being formal members, they had no vote).

The Task Force spent a significant amount of time considering a
financial incentive program to encourage voluntary transfers of
non-corporation employees to the corporate system. (The voluntary
incentive analysis is included as Appendix D.) After study,
however, a majority of the Task Force concluded that such a program,
implemented independently of other actions, would be inordinately
speculative and would not adequately address the financial issues
surrounding the Salary Gap. Potential advantages of a voluntary
incentive were thought to warrant additional analysis, however; as
discussed in Section VI of this Report, voluntary incentives,
coupled with a restriction on the increase of the Salary Gap, should
be implemented if proven fiscally beneficial.

The Task Force considered several basic means of addressing the
Salary Gap issue. A summary follows:

o Remerge the Hospital with the State. The reasons for
supporting separate UMMS governance in 1984 were thought
to still apply. This approach, therefore, was not
considered viable,

o  UMMS assumes responsibility for the Salary Gap. The HSCRC
restrictions on UMMS do not make this a financially viable
option for UMMS. This action, therefore, was rejected by
the Task Force.

o The State General AssemBly continues to fund the Salary

Gap. The Joint Chairman's Report (Appendix A) and the
Governor's Charge Letter to the Task Force (Appendix B)
clearly indicated the lack of support for continued,
uncontrolled Salary Gap funding. Thus, the Task Force
rejected this alternative.




Exempt UMMS non-corporation employees from mandated State
COLA and ASR increases. Several detailed proposals
incorporating this concept were seriously considered by
the Committee. As indicated in Section VI, this action is
a key component of the Task Force's final recommendations.

Create an incentive for voluntary conversion. Although
somewhat appealing, the majority of the Task Force
.ultimately recognized that this concept alone would not
adequately address the financial issues surrounding the
Salary Gap. (See Appendix D for a more detailed
discussion of the problems inherent in such an approach.)
An incentive program, in conjunction with the COLA and ASR
exemption, could prove fiscally beneficial, however;
additional analysis is required.

Require mandatory conversion of all non-corporation
employees to the corporate system. This action was
unanimously rejected by the Task Force.

Exempt the Hospital from the HSCRC rate review process or
modify the statutory responsibilities of the HSCRC. A
presentation by Harold Cohen, Executive Director of the
HSCRC, convinced the majority of the Task Force that this
was not a viable approach. Moreover, such an approach
would not be in the competitive interest of UMMS and would
be contrary to the Governor's charge to create a solution
that is market driven.




VI.

RECOMMENDATIONS

The specific recommendations, adopted by the Task Force at its
meeting on December 5, 1986, are as follows:

1.

Effective July 1, 1987, non-corporation employees will be
exempt from State-mandated COLAs and ASRs. No other
benefits will be changed.

For FY 1988, non-corporation employees will receive a one
time "bonus" equivalent to what they would have received
through the State ASR/COLA process. The cost of the bonus
will be shared by UMMS and the State, based on the current
calculation of the aggregate salary gap, with the State
funding the salary gap portion of the bonus. For future
years, salary increases for non-corporation employees will
be based on market conditions, and non-corporation
employees will be treated equitably relative to
corporation employees in the hospital's consideration of
increases.

A detailed study will be commissioned to develop voluntary
incentive programs to make it attractive for
non-corporation employees to switch to corporation status
for some or all purposes. The program would have to prove
fiscally beneficial even if only a limited number of
employees were to switch. The Task force recommends that,
to the extent possible, any incentives be applied
retroactively to former non-corporation employees who
already have transferred to the corporate system in the
interim.

I1f practical, the incentive programs should be implemented
in FY 1989.

The State's contribution to the salary gap will cease no
later than June 30, 1989. The State, nonetheless, will
continue to fund the pension gap for those employees who
choose to stay in the State system.

UMMS, in consultation with the State Department of
Personnel and the State Department of Employment and
Training, will make arrangements to provide preferential
hiring for non-corporation employees who prefer to leave
UMMS but stay in the State's employment.

The vote for these recommendations was as follows:



In Favor Opposed

Mr. Aisenstark : Mr. Bolander
Mr. McGowan Mr. Dixon
Mr. Ricker Mr. Kane

Ms. Smyth Mr. Springer (for Mr. Adler)
Ms. Wall

Absent: Mr. Blount

These recommendations were also supported by the non-voting UMMS
nursing representatives. Because nurses constitute approximately
40% of the UMMS work force, their representatives' participation in
the Task Force's discussions and deliberations was particularly
helpful. The representatives, Ms. Mills and Ms. Williams, asked
that their support for the Task Force recommendations be formally
recorded.
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STATE OF MARYLAND
EXECUTIVE DEPARTMENT

k@;ﬁg’ﬁ ANNAPOLIS, MARYLAND 21404

MARRY MUGHES
cOvEaNOn

March 20, 1986

The Honorable Laurence lLevitan
Chairman, Budget and Taxation Committee
100 James Senate Office Building
Annapolis, Maryland 21401-1991

The Honorable R. Clayton Mitchell
Chairman, Appropriations Committee
130 Lowe House Office Building
Annapolis, Maryland 21401-1991

Dear Chairmen lLevitan and Mitchell:

The FY 87 Supplemental Budget No. 2 includes a §2,000,000 appropria-
tion to cover that portion of the State cost of living adjustment

for University employees which is not recoverable through the medical
system rate structure. It can be found in Object .12 Grants,
Subsidies and Contributions in 37.17.00.01.

This appropriation is made in FY 87 to provide a short term solution
to a long term problem. The problem must be addressed on a permanent
basis, and I will be appointing a Task Force to explore alternative
solutions so that the University of Maryland Medical System Corpora-
tion does not experience this "salary gap" each year in which State
employees receive a cost of living adjustment. The Task Force will
include at a minimum, representatives of the UMMS Board of Directors
and staff, the employees, and other interested parties.

It is my expectation that this Task Force will identify a long term
solution to this issue which will require legislative action to
implement. The final report of the Task Force as well as any recom-
mended legislation should be prepared by December 1, 1986 for possible
introduction in the 1987 Session of the General Assembly.

I would be pleased to discuss this matter with you in greater detail.

ncerel

Govefnor

OENERAL INFORMATION (301) 269 -3431-TTY FOR ourqmvo. AREA 269-2809/D. C. METRO 8688-0480
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36.17.00

AID TO UNIVERSITY OF MARYLAND MEDICAL SYSTEM

BUDGET BILL LANGUAGE

36.17.00.00 - General Fund Appropriation
Change the Budget Bill language to read:

General Fund Appropriation provided
that §3;603;166 $3,203,165 may be wused for no
other purpese purposes than to fund the difference
between the costs of University Hospital non-corporation
employee pension costs and the amount included in its
rate structure to cover such costs and-te-cever-the
retirees-health-insurance-eests ;and for funding the
cost of the employer's share of health insurance

incurrec on behalf of University Hospital non-
corporation retirees.

Explanation: This corrects an error and clarifies the use of funds.

COMMITTEE NARRATIVE

36.17.00.00 General Fund Appropriation

It is the intent of the budget committees that the appropriation
provided in Supplemental Budget No. 2, to cover the University of Maryland
Medical System's salary gap, not be a 1long-term recurring ftem in the
budget. Rather, it 1is the intention of the budget committees that the
Medical System find a permanent solution to the problem.

It is the understanding of the budget committees that the Governor is in
the process of appointing a task force to explore alternative solutions so
that the Medical System does not experience this salary gap each year in,
which state employees receive a cost of 1iving adjustment. It 1s,
anticipated this task force will have a final report by December 1, 1986. gé

Further, 1t 1s the understanding of the budget committees that with t't:
$2 million appropriation for the salary gap the Medical System will be in
position to provide a cost of 1iving adjustment to all eligible employees

and 1t will not be necessary to layoff existing personnel to accomplish th
purpose.
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+* ¢ 0 STATE OF MARYLAND
EXECUTIVE DEPARTMENT
ANNAPOLIS, MARYLAND 21404

HARRY HUGHES

GOVERNOR July 24, 19€6

Mr. Avery Aistenstark
6700 Cross Country Boulevard
Baltimore, Maryland 21215

Dear Mr. Aisenstark:

The 1986 General Assembly authorized a $2 million appropriation
to the University of Maryland Medical System (UM!S) to provide funds
to cover that portion of the state cost of living adjustments for
University employees which is not recoverable through the medical
system rate structure.

It was the intent of the budget committees that the
appropriation not be a recurring item in the budget, and they directed
the UMMS to identify a permanent solution to the problem.

In a llarch 20, 1986 letter to the Chairmen of the Senate Budget
and Taxation Committee and the House Appropriations Committee, I
indicated my intention to appoint a Task Force to explore alternatives
to solve the "salary gap" problem on a permanent basis.

I am requesting that the Task Force on the Salary Gap examine
and recommend possible State initiatives which are designed to:

* Recognize that the personnel system of the UMMS should
be driven by the hospital market place. The Health
Services Cost Review Commission's all payor system is
predicated on this theory, and is designed to respond to a
market place that is dynamic and in a constant state of flux.

—
s
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B-1

GENERAL INFORMATION (301) 269-3431-TTY FOR DEAF BALTO. AREA 269-2609/D. C. METRO 565-0450



* Examine the difference in the mandated salary levels and
fringe benefits afforded state employees versus those of the

“hospital market place. The personnel system for the UMMS
should reflect the trends in the market place. The Task
Force should explore, identify and recommend means to achieve
this, and to eliminate the need for a State subsidy in future
vears. :

Investigate and recommend retraining opportunities for
employees as a means of responding to the dynamic market
place.

Develop an appropriate education and information process to
assure that enployees are aware of potential changes to their
employee status.

I am pleased to appoint you Chairman of the Task Force. Your
knowledge and expertise will be an important asset to the
deliberations and recommerded alternative solutions. I would
appreciate your contacting the members to set the time and place of
the first meeting.

To comply with the intent of the budget committees, I am
requesting that the Task Force submit a report to me, including
recommended legislation, by December 1, 1986 for possible introduction
in the 1987 Session of the General Assembly.

The responsibility of the Task Force on the Salary Gap is
vitally important to the future of the UMMS. Your efforts in this
matter are appreciated and I thank you for agreeing to serve in this
capacity.
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This appendix includes the detailed Salary Gap projections under four
different sets of assumptions. The future cost of living adjustments
varied between 2.0 and 3.5% per year; regrades were set at either 0 or a
combination of a 1.0% increase in FY 1988 and a constant .5% annual
increase thereafter; and HSCRC and turnover assumptions were held constant
at a 2.0% annual increase and 14.1% of the annual gross salary expense,
respectively. The sources of the assumptions were as follows:

COLA: The 2.0% annual increase assumed in Scenarios 1
and 2 was set to equal the HSCRC increase
assumption.

The 3.0% annual increase assumption under
Scenario 3 was provided by Dave Ricker of the
State Department of Budget and Fiscal Planning.

The 3.5% annual increase assumption under
Scenario 4 was provided by UMMS budget office
personnel and is based on the FY 1987 actual
increase.

Regrades: Scenario 1 assumes no regrades. Scenarios 2
through 4 assume a 1.0% increase in FY 1988 based
on UMMS budget office projections and a .5%
increase in future years based on the FY 1987
actual increase.

HSCRC: The 2.0% annual increase is based on current
(December 1986) HSCRC salary and wage inflation
factors.

Turnover: The 14.1% annual turnover rate was provided by

the University Personnel office and 1is based on
historical experience.

Salary Gap Projection Summary

Net Present Value @ 7%

Scenario COLA Regrades HSCRC Turnover UMMS E&W
1 2.0% 0 2.0% 14.1% $17,724,000 $14,745,000
2 2.0% 1.0/.5% 2.0% 14.1% 27,463,000 24,029,000
3 3.0% 1.0/.5% 2.0% 14.1% 46,682,000 40,966,000
4 3.5% 1.0/.5% 2.0% 14.1% 57,764,000 50,045,000
15
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Ernst &Whinney One North Charles

Baltimore, Maryland 21201

December 4, 1986 301/539-7940

TO: Salary Gap Task Force

FROM: Diane Millikagﬁfy?

RE: Voluntary Conversion Financial Incentives

As the task force requested at the meeting on December 1, 1986, Ernst &
Whinney prepared an incremental incentive analysis. However, we have
significant concerns related to the appropriateness, from a financial
management perspective, of such an incentive provided on a voluntary basis.
These concerns include:

1. Averages -- The analysis, as requested by the task force, is based on
the average benefit of one employee conversion. The actual benmefit
obtained from each conversion will be dependent on the individual
employee's situation (salary level, eligibility for step increases,
holiday observance). To account for individual situations, potential
turnover and regrades must be ignored. (See Attachment 1 - Incentive
Formula).

Uncertainty -- The future salary gap estimates are based on assumptions
which appear reasonable, but actual results will vary from the
estimates. These variations may be material. For example, the net
present value at 7% over three years of the accompanying total benefit
projections varies between $2,063 (Scenario 5) and $4,578 (Scenario 1).

Required Appropriations -- Although it is very unlikely that all
employees would choose to convert with a voluntary incentive, the State
would need to appropriate sufficient funds in the budget for a full
conversion. (e.g. approximately 2,200 employees times $2,356, the net
present value at 7% of the State benefit in Scenario 3 over a 3 year
period.) This would significantly impact the State budgetary process.

Questionable Effectiveness -- A voluntary incentive is unlikely to -
significantly reduce the future salary gap problem unless a very
significant incentive payment is made. At reasonable incentive payment
levels, a salary gap will continue.

Employee Acceptance -— A voluntary incentive is most attractive to
those State employees who do not have a long-term commitment to the
Hospital. Those employees with a vested interest in the State system
are not likely to give up security and leave benefits for a short-term
gain, even with a three year commitment requirement.

In summary, because the salary gap will continue for those employees who do
not choose to convert, the aggregate cost of the program is likely to exceed
the benefit obtained.

r;f; D-1




Attachment 1

Incentive Formula

This formula does not account for the loss of potential regrades or for
turnover.

% of Base Salary (assumes a 7% discount rate)
Year 1 Year 2 Year 3 Total

Holidays 2.0% 1.9% 5.6%

Step Increases
(Current Step)

COLA
(Assumes a 1%
differential)

Z of Base Salary Actual
Holiday COLA Base Salary Benefit

$20,000 $5,040
$20,000 $4,340
$20,000 $3,600
$20,000 $2,460
$20,000 $2,080
$20,000 $1,680

38 18 QN8 e N0

[V RV IV, IRV, RV RS
L]
AN




SNOILIIr0Hd V3 ANVTIVS

9191 9l 1N'g SHVIA N3AIS
BEh'el gsr'e 080'1} (o) SHV3A 115
00501 b 925'¢ o> S§V3A A1
96E'L £9¢'s £bL*s S¥Y3A dn0J
'y eI Bey'e S¥V3IA 33l
9612 ot 964"} S§v3A Al
05? 147 0 §¥3A N0
Wi WIIdSOH  3LviS
(INZ3d L INTVA INIS3Hd QBY
s c80'Lt 99962 14 ] A o't £95'71 n'e b50'S Ly 0se 1T4IN38 WIDL 3ATLVINNND
1s0'e 'l 194981 099*¢< bL8'y AN foy't QL' ¥90'2 052 1143038 W0l
££9 89 109 185 6¢S 8Ls biS 10§ oy 0%t SAVOT IO WOM4 WLIASOM
D1 NOISY3ANO) 3ND
40 LT4IN38 WNTSEVN
WIVIOC'E  6BL'BOC'E  VSHUESZ'T  LO'ORZ'P  WEUCOI'E  BESULIIYE SEL'MLO'T IRWIS0' @¥9'LLs 999986 NDISH3AND) 3ND
314V 1503 AVAITOH
POLUIOE'E  ORNGOC'D  CO'ACZ'E  RC'OIZ'T  QOL'LI'T  0L0'BNI'E  #ST'TLO'E  286'G20'V  IEI'BLG 916'986 NDISY3ANDD 3NO
340438 1503 AVOITOM
hor'l b91'9 126'S 660 0zL'y [4 1948 188'7 n't 009'} 0 31V1S DL NDISK3ANDD IND
40 1143838 TYNTS¥VN
PI9'CHO'RT  999°001'91  FCO'CCZ'ME  I8¥'T0G'Z1  B6'IIR'0T  LS0'961'6  @BA'HEC'L  ISH'ZIR'C  POL'eR6'  BRIISE' NOIS¥3ANDD 3N0
§314Y 4¥9 AYYIVS
DIE'CCO'ET  CCY'LOI'9T  TLO'O9T‘WE  1RCUL0C'TI  MIC'ZR'ON  Ob9'sbl's  LRCIEG'L  CL9'HIE'C  ¥96'066'T  9BI'ICS') NOISH3ANDD 3ND
340438 dV9 ANVTVS
10°0 10°0 10°0 10°0 1070 10°0 10°0 10°0 10°0 19°U NOT1dNNSSY HIADNENL
10°7 1077 10°7 1077 1077 107 1077 10°7 10°7 14 4 NOILdNNSSY JHISH
16°0 1€°0 1°0 1670 1€°0 16°0 16°0 16°0 10°1 1€°0 NOTLANNSSY 30VEI3Y
16°t 16°F 16t 161 16t 16t 16t {9 16t 16t NOILdNNSSY V100
9561 Ad o431 A4 bobl A £6b1 Ad bkl M 1661 A4 0661 Ad 6861 A3 8861 Ad 1961 A

T OTYVNIIS

A90DCOH13N AINNIHN 7 LSNH3

i

NILSAS TWIIQIN ONVTARVM 30 ALISH3IAIND

T
=}



~3

199°0} PLb's w99 SAVIA NIAJS L
110%b 991') 80E*L SHVIA 115
bIE'L £5°} 918's 5 SHV3IA 3AL4
195'S £og's bS2*Y ™ SHYIA HN04
0zL't §H0'1 90'L SUV3A 33MHL
T 999 150 SHYIA DM
05 es 0 V3L 3N
w101 WILISOH VIS

$IN30¥3d L € 3NTVA INIS3Nd I3N

us'o 925'81 el 85911 W' 9nL'e gor'e 850'1 902 1194 1143838 WIOL 3ATIVINNM)
"'y 414 L5 ur't 05y'? 111804 9424 190" 9L 052 1143838 W0l
Ll 00? 141 39/ {14 Sit £ef 1)y in 1194 - SAVOIT0H WOMJ T¥LI4SON

01 NDISH3AND) 3ND
40 1143M38 TYNISYVN

bag L 158'91 119'99 11740248 0y 436 THLESY yi8'sll 1e'TIe £51°206 899° 986 NDISY3AND) 3M0
¥314v 1500 AVOIDH

pLstue 150t Lh E8'99y 19249 1988 1}8 920459 891081 goL'cie 009206 916'996 NDISH3AND) 3ND
340438 1500 AVOIOH

% mre £zt 1/Ad4 3] 384 990'2 £0s'1 £99*1 beL' 0 3115 01 NOTSNIAND) IND
30 114IN38 TVNISHWN

£0R'601'S  OL0'BBZ'S  VIS'SZN'S  LIO'EIS'S  0T'9NS'C  ZLN'BON'S  MAI'960'C  WSOLev'y  ITI'GY'T  WRIUISS') NOIS¥3AND) NO
B3L4¥ 4¥9 ARVIVS

LB IVI'C  ZRZ'O61'C  WAE'RIY'S  BEZ'CIC'S  UE'RIC'S  GES'ONM'S  LYI'BA0'S  LZL'GY'Y  IM'9CH'T  9RITISSY NDTSY3AND) 3NO
340438 d¥9 ANYIVS

1y il N ' 148 )] i N 1 1N 19U NDTL4NNSSY H3AONNNL
1077 10°7 1077 1077 107 1077 10°7 1077 1072 Wl NOTLAMASSY JHISH
1570 15°0 15°0 15°0 150 15°0 18°0 16°0 10°1 18°0 NDT.dHNSSY 30vH93M
119 13 1°f 1t L%y 151 18t 1L 16t 139 NOTL4NNSSY V100

9661 Ad Gbb¥ A yobl Ad £o4¥ A4 b6} A4 166} Ad 0641 M 6861 A4 8801 A4 1861 A4

ASDT00HL3N AINNIHR ¥ 1SN¥3

SNOTL)3I0Nd V9 ABYIVS ¢ OTHVNADS WIISAS TYITO3N ONVIAYN 30 ALTSE3ATND




9% goZ'l S§VIA NIAJS
0sL'} 160'9 SHV3A NS
b26'} 806'Y SHY3A 3AD4
1Al S9't S4Y3A dnod
600"} 96Kt SHv3A 33841
999 0zi'i SHY3A OML
052 0 Y34 N0

WLIdSOR  31VIS
IN3JH34 L € INVA INISTEd LN

VIAI)S bEY* S A £es'is £ac's 111901 119's Tou't 1T43N38 WI0L JALLVIANAD

et 108'1 gGe*s 086*1 bbb't L16's 918"t goR's 1143038 101
@)
74} g6l LR "W Wl L4 SAVOI0K NONJ WITdSOH =<
01 NOISH3ANDD 3NO
40 1743838 TYNISHWN

699*95E 9b5* 10 952 ish L¥8* 108 gos'oLs 9" 19 £0S'61 1524608 068" 168 §99*986 NDISHIANDD 3NO
§314v 1500 AYOTT0H

098°9¢¢ geL' 1ot ELISH  LLOS 186*0L8 0L MY 15860 ch9'cos  SEL'9e8 916986 NOISH3ANDD 3M0
. 340439 1507 AvaIT0H

199'1 b0L'1 6Ll W' 't 899's 19¢'1 V' (114} 31V1S 01 NOISHIAND) 3NO
40 1143838 TWNISEVN

BECHI90Y  OLC'IT'Y  SEA'NON'Y  GEL'GZC'Y  MEG'009'Y  0CO'sRS‘y  Ly0'OMy'y  BAUIB'T WML WRIVISSS NOISHIANDD 3NO
§IL4Y 4v9 ABVIVS

102°990°)  HLO'BNZ'Y  ESO'90V'Y  WBNIEC'Y  SGZ'T09'0  LIL'0BS'Y  SIO'EIIM'Y  SOT'RRA'T  IYILI'E BRIISS') NOISHIANDD 3NO
340438 4V3 AHVIVS

115 114 1i'h 14 1y 1 114l i 11 ! 19°U NOTLNNSSY H3AONHAL
1072 10°7 1071 1071 10°7 10°7 1072 10°7 1077 we NOT1dNASSY JHISH
16°0 15°0 16°0 1€°0 16°0 16°0 1870 160 10°1 16°0 NOT1MNSSY 30vE934
10°f 10°f 10°f 10°f 10°f 10°f 0t 10°¢ 10°F 19°¢ NOT1dMASSY V100

9661 Ad ool A bobi Ad LhbI A 1661 A 1661 Ad 0661 Ad 6861 A4 8861 A4 1961 A4

A907T0G0HL3N AINNTHR 7 1SNH3

1231044 d¥9 ABYIVS : £ OTYVNIIS N3ISAS YIIO3K ONVIANYM 40 ALISHIAINN




AT ' 00E'¥
£or's L' boL'E
1Ay 2051 910t
't 'y Bog'?
1591 bbb 669*1
0ze'y in 9%
0sT 0 0
il WIISOH  3LVLS
9iLol bhr'e b15'8 1 [4Y/8 m'e We's 9SH'Y 16'e 6091 0%
19 06 Sbb 090't i 1110} W't o' Bee's 19/
151 8t 17/ £z W 1114 bEt 98t o 19/

19ITy 160'6Lh 96 NS {IAAY] SLI‘b89 1h0'0bL

rotie |74 M T3

81 LE boS* g no'zy Tuetoly 941} b5 L9 £15'669 120061

9L 698 9994984

£09' 688 p14'985

1173 [493 171 ofe (A} 11 505 954

1] 0

TI6'060°7  WOTUOT'T  GGLLWT  LMYEST  [S0'NI6T OLI'GRA'T  TTULSO'T  A9L'BLA'T

9UT60°7  990'99C'7  TC'BM'T  GLTUILS'T  CI'IZR'T  B00'9BA'T  ATI'RSO'C  SR9'SLA™T

18 N 1R ' e 110 )] 1w 1t
10°T 10°7 10°2 10°7 Wl 10°2 1077 10°7
1€°0 16°0 18°0 16°0 160 160 1€°0 1€°0
107 1077 1077 10°7 07 10°7 10°7 1072

e WIS

“909'7  881'ISS'S

119 1] 190
10°7 w?
10°1 16°0
07 16

9651 Ad Sob8 Ad ¥ob} Ad £641 A 667 A 166} A 0651 Ad 6861 Ad

. SNOTLIIrodd 4v3 ABVYVS % OIYVNADS

2961 A4 1961 Ad

SHVIA N3A3S
SHVIA 11 2
SH3L NI A
SHY3A 4004
SNV3A J30HL
SY3A ONL
T

41

:IN30H34 L € INTVA IN3S38d L3N

1143438 V101 JATIVINNM)

© 1143038 WI0L

SAVOI0H WOHJ TYLIASOM
01 NOISHIAND) 3NO
40 1143838 TYNISEVN

NOTSUIAND) 3ND
¥314v 1500 AVOT0H

NOISH3ANDD 3ND
340438 1500 AVOTT0H

31VIS 01 NOTSH3IANOD 3NO
40 1143N38 TVNISEVN

NOIS¥3ANDD 3ND
314V dV3 ABYTVS

NOTSH3ANDD 3ND
350438 d¥3 AUVIVS

NOTL4NNSSY BIAONENL
NOTLdNNSSY JHISH
NOTLdHNSSY 30v¥338
NOT14MNSSY V10)

AS0100CHLIM AINNIHA § ISNH3

HIISAS TWITO3W ONVIAVM 30 ALISHIAIND



SNOT1I3F0¥d dV9 ABYIWS

A £28' el SHYIA N3AZS
9%L'E 589} 190° a2 SHVIA 115
92'¢ ' £ Sl SHYIA A4
0Lt 19'1 5513 SHY3A HN0J
£90'7 0b £L0% SHY3A J3MHI
£52'1 969 985 SHV3A ONL
05 0% 0 HY3A N0
Wil WIdSOR VIS
$INION3d L ® INTVA INISIN 1IN
44 £61%G 0E'S 506 JEY 151's 550'E 162'1 Y} 05 LT43N38 101 3ATLYIONND
9t £h 113 9IS 19 0L 509 12 £L0'1 052 - L143N38 W0
& oLl 1} w 194 082 it 08E T 05 SAVOITOH WONJ TWLT4SON
01 NOTSH3ANG) 3NO
40 LT3N8 TUNTOUVH
W RIGUCCE ZZE'SOY  9SHUE9N  LMUBIS  SH9'T09  9I9°6R9  ISL'BLL  AEE'ORD 999998 NOTSH3ANG) 3NO
¥3L4¢ 1502 AVOTT0H
GHOYTIE  ERLSSSE  9R0'90F  GLE'ESY  00L°8TC  908°709  R0Z'989  NM'eLL SIZUIER RHb‘9Ee NDISH3ANO) 3ND
0439 1509 AVOT0H
w w LT 9E 09E Al ) (%S 19 0 31915 01 NDISH3ANDD 3NO
40 1143N38 TNTONVN
CO0°090%T  SCLUORZ'T  T9RVIGE'D  LGHUOLG'T  OLGUREL'T  009900°7  MIT'ULI'T  GIA'EW'T  LI9UGEO'T  WRIUISS) NDISHIANDD INO
HILIV dVY ARV VS
GCOMIO0'E  ZOOCBIZT  BERCZEED  TOLS'E  JEACGRL'T  THOYG0O'T  L99'TLI'T  SLVWII'T 090'9E0'T  9RI‘ICE' NDISHIANDD IND
: 340438 dV9 AWVTVS
1 ' 1 1 1 w 1 %) 1R} 9 NOTL4HNSSY ¥3AONANL
10°7 10° 10' 10° 10° 10°7 10° 10° 107 w1l NDI LdNNSSY JWISH
10°0 10°0 10°0 10°0 10°0 10°0 10°0 10°0 10°0 16°0 NOTLAHNSSY 30V4934
10° 10' 10' 10° 10 10' 10' 10' 10' 15t NOTL4NNSSY ¥10)
G%6b Ad Gh6bAd  WEGR AS  E66B AS  TseB Ad DeebAd  Obbb AS GRS AS  ERBI A4 L9BF A

S OI¥VNADS

AS01000H1IN AINNIHA 7 1SNY3

H31SAS TVI103N ONYVIAYVK 3D ALTSHIAINA




DISSENTING: OPINION

GOVERNOR'S TASK FORCE
ON UMMS SALARY GAP
FINAL REPORT AND RECOMMENDATIONS

DISSENTING MEMBERS:

Senator Clarence Blount
Delegate Richard Dixon
Joseph Adler, Executive Director of MCEA

William Bolander, Associate Director of
AFSCME '
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Several members of the Governor's Task Force on UMMS Salary
Gap, .perhaps a majority, wish to take exception to the final
report and recommendation of the above-named group as submitted
by its Chair.

In our view and in th= view of our UM Hospital employees, it
breaks a commitment given in 1984 over the status of "State"

employees at the Hospital. Employee representatives: were
originally opposed to the Governance legislation due to its
potential negative impact on State employees. After receiving

assurances from representatives of the Governor's Office and UM
Administration, opposition to the legislation ceased. Employees
were told that State employees remaining at the Hospital would
receive the same benefits as all other State employees. '

The Task Force proposal would alter this assurance by
allowing the Hospital to set salaries and upgrades for all
employees. This proposal may benefit the nursing stdff, but
would leave 60% of the Hospital staff worse off. We support a
program of incentives to allow voluntary transfers. This has not
been given an adequate test. There is also the question of UM
Hospital Administration's budget priorities in attempting to
cover a budget shortfall by shifting it all to employees'
salaries and benefits.

IS THERE A SALARY GAP?

Page One of the Report's Executive Summary states "The Task
Force on the UMMS Salary Gap has confirmed that a g gniEilcant
salary gap exists and has developed recommendations for reducing
that gap." ) :

Perhaps its a quibble over semantics but not all of the Task
Force members agree that there is a salary gap per se. Members
of the Task Force heard many hours of testimony from Hospital
officials and from experts in the field of health economics.
There was agreement that the Hospital had a budget problem in
that its income was not sufficient to cover its expenses. Out of
a budget of approximately $160 million, there was a $2 million
shortfall or 1.25% of its operational revenues. The Hospital
chose to shift the entire burden of the shortfall on the backs of
the employees by stating that it could not pay a State mandated
3.5% across-the-board pay raise for employees who chose to remain
with the State. Task Force members heard testimony that the
Hospital yearly loses over $24 million in uncompensated care.

Yet, no discussion took place as to seeking the assistance of
other levels of government by reimbursing the Hospital for such
care. We are not saying that such care should not be -given, but

that other 1levels of government should perhaps assume part of
this burden.

In our view, there is a "gap" problem but we do not agree
that it is a salary gap. We do agree that it is a budget gap.
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COMPROMISE SOLUTION

We also call into the statement on Page One that the Report
is a compromise solution. The vote on the final report was 4 to
4 with the Chair voting in favor to break the tie. An earlier
vote on a similar package was rejected 5 to 4. Indeed, the four

‘. "no" votes have not changed their views, and one of the
signatories of this dissenting report (Senator Blount) was not
able to be present at the final meeting. Had he been there, the
vote would have been 5 to 4 against the recommendations with
perhaps the Chair voting to create a tie 5 to 5. But it would
not have passed. Thus, we reject the proposition that it is a
compromise solution, given the sharp dissent and the narrow vote
by which it passed.

SUPPORT OF NURSING REPRESENTATIVES

Page Ten of the report highlights the fact that two non-
voting nursing representatives, one of whom holds a high level
management position at the Hospital, expressed support for the
proposal.

A number of points need to be made. While they are critical
to 1its well-being, the nursing staff represents only 40% of the
employees at the Hospital. Given current market conditions for
nurses, it is probable that under a Hospital administered pay
system, they would receive pay raises far larger that other
staff. These pay raises would come at the expense of the other
60% of the support staff. . (Current statutes allow the Hospital
to grant such pay raises anyway.) The nursing representatives
were rather forceful in wishing to retain all other State
benefits, such as health insurance, vacations, holidays, etc.
The proposal to allow the Hospital to set pay for all staff would
give them the best of both worlds, but again, at the expense of
other employees.

In our view, the Hospital had an opportunity to resolve its
nursing shortage internally. In 1985, the Hospital was faced
with another budget shortfall. Its answer was to eliminate the
entire workforce of LPN's. .. Again, it was a situation of placing
budget problems of the Hospital on the backs of the employees.
Despite repeated pleas by the representatives of the employees,
no attempts were made to place the over 100 LPN's into training
programs which could have qualified them for RN positions.

ALTERNATIVE SOLUTIONS

Page Seven of the report states "The Task TForce spent a
significant amount of time considering a financial incentive
program to encourage voluntary transfers of non-corporation-
employees to the corporate system."
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We did not spend a significant amount of time studying the
feasibility of voluntary incentives. Yes, the idea was discussed
at several meetings, but it was given short shrift and disposed
ot Despite the request of one or more Task Force members and
signatories of this report, we never did spend adequate time
looking at the numbers behind the cost of voluntary incentives.
Solid facts and figures were not given until near the end of our
deliberations, far too late to allow meaningful discussion and
analysis.

PERMANENT SOLUTION

Throughout the deliberations of the Task Force, Hospital
management representatives complained about having to operate
their staff through two different personnel systems, the State
and the Hospital Corporation. It would appear to us that the
solution would be in having one personnel system. Consideration
was given to recommending that the Hospital revert back to State
control, but this was quickly rejected as were proposals to force
State employees to become "corporation® employees. The proposal
outlined in the report buys time for the Hospital but does not
offer permanency.

The report urges that another detailed study be commissioned
to . develop voluntary incentive programs for employee conversion
by Fiscal Year 1989. Thus, we will be right back confronting the
same questions in a year or two. It would have made more sense,
from our point of view, to keep the present situation regarding
pay setting authority and really delve into creating economic
incentives to voluntarily allow State employees to become UMMS
employees.

SUMMARY AND RECAP

The legislation creating the UMMS Hospital Corporation gave
specific guarantees to State employees. It stated that, "No
University employee may be required to become an employee of the
Medical System Corporation as a condition of employment or
promotion. All Medical System" University personnel are
University employees in all respects."

This was written after UM mamagement gave assurances to
employees and employee representatives that they were not setting
up the quasi-private corporation as a means of eliminating State
employee benefits and working conditions. Employees and their
representatives accepted the Hospital's assurances and believed
that they were acting in good faith.

The Task Force proposal, which was narrowly accepted by a
less than full Task Force, would break the pledge made earlier.
Giving the Hospital pay setting authority over State employees,
changes the intent of the statute and brings into question the
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good faith of Hospital management. For the reasons given above,
we believe that the Task Force recommendations do not solve the
Hospital's problem and should be rejected. ‘A program of

financial incentives to allow for voluntary employee conversion
should be considered and implemented. The report of the Task
Force calls for such action for Fiscal Year 1989, and the so
called salary gap will become less and less of a concern as more
and more State employees become corporation employees.
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